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The Unique Life-Insurance Manyal 


By SAMPSON DAWE 


Something that will interest. every agent, 





R. DAWE’S “‘ Unique Manual ”’ contains all the information 
in regard to rates, policy conditions, and guarantees, 
essential for the soliciting life-insurance agent, and is the 
only manual of this description which is published in 

convenient form to carry in the pocket. 

The manual contains over four hundred (400) pages, but is light 
and convenient. It contains many interesting facts for the use of agents 
not found in other rate manuals, including comparative financial stand- - 
ing for three years, dividend records for ten years, and practical instruc- 
tion in life-insurance terms and definitions. 

By the use of extension flaps, agents are enabled to make a side by 
side comparison between the company they represent and all other 
companies on premium rates, policy conditions, and surrender values. 


THE 1903 EDITION WILL SOON BE READY 

















This manual is sold by the Journal of Insurance Economics, Annuity Building, Devon- 
shire Street, Boston, Mass. The price per copy is $1.50; six copies $8.00; and twelve 
copies $15.00. If the manual, upon inspection, is not satisfactory the purchase money will 
be refunded. We are satisfied that it. will pay every life-insurance agent. to have a copy 
of this manual in his possession, either in addition to, or in place of, manuals of other kinds. 
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CLASSIFICATION 


AS A GUIDE TO UNDERWRITING.* 


Economic Value of Statistics — Fallacies of Combined Experience — Classified Figures Not 
a Basis for Rate-Making. 


By E. G. 


In a quiet, secluded corner of the 
office may be found a department 
where record is made of the financial 
results of the successes and failures 
in the underwriting operations of the 
company. Is an agent in a far-away 
city devoted to the interests of the 
company, the results of his devotion 
are here recorded. Has a special 
agent, by superior ability and char- 
acter, elevated the business in his 
field to a high plane of advantage and 
respect, or has he been unfortunate in 
the selection of agents or risks, or 
prejudiced by sharp adjustments or 
otherwise his company’s interests, the 
effect of his service, whatever it may 
have been, though not always defi- 
nable, is a part of the record of this 
department at its money value. 


The subtle influence of personal 
ability and character in the official 
staff will animate all transactions, 
make their impress upon field, agency, 
and office force, and energize the fi- 
nancial results of underwriting man- 
agement; and when, as premiums, 
losses, and expenses, they reach this 
department, they are analyzed, tab- 
ulated, and presented to us as the 
‘Experience or Classification Tables 
of the company. 





*An address delivered at the twentieth anniver- 
sary of the New England Insurance Exchange. 


RICHARDS. 


Such statistics are valuable chiefly 
as a general guide in shaping the 
policy to be pursued in the selection 
of risks, by presenting to the under- 
writer the profit or loss derived from 
the various classes of business written. 

The merchant who conducted his 
business without proper bookkeeping 
records and correct profit and loss 
would 


accounts of his transactions 


merit little or no credit, and invite 


failure. This may well be said of the 
underwriter. He also should analyze 
his transactions and know the classes 
of risks to which he can look with 
confidence for profit, or, if yielding a 
will 
caution or declined altogether. 


¥ 


Interest in Classification. 


loss, need to be handled with 


The classification of fire-underwri- 
ting experience for useful or scientific 
purposes is a subject to which but 
little attention 
given by the companies. 
eral interest in the subject which has 
developed of late years outside of 
company offices has sprung from the 
belief that by means of such tables 
the true cost of insuring particular 
risks could be determined. 

With opinion prevailing 
among underwriters that only from 


concerted has been 


The gen- 


such 
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combined classification tables can a 
reliable basis for rate-making be ob- 
tained (a delusive hope, we fear), 
we may well wonder the subject has 
received so little attention from the 
companies collectively, and_ that 
through their concerted efforts in 
some form, such a system has not 
been evolved as would have secured 
general adoption and have demon- 
strated to what extent experience 
tables were of value to the rate-maker. 

A decade ago, more than one suc- 
could have been 
found having no classification system 
whatever, but at the present time, 
classification in some form is probably 
in effect in every office transacting a 
general business. 

But two systems have been com- 
piled and presented by 
underwriters for general use. In 
1874, the first recorded attempt in 
this direction was made by Jeremiah 
Griswold, whose work, at the time, 
attracted much attention, and his sys- 
tem was put into practical operation 
by several companies, but its use, as 


cessful company 


American 


originally compiled, was gradually, 
if not wholly, abandoned in later 
years. In more recent years, one of 
our most gifted underwriters published 
an ingenious and remarkably com- 
prehensive plan, but, so far as known, 
it has not been practically tested. 


* 
Elements of Scientific Rating. 


Certain elemental features are es- 
sential in a classification system to 
make the results a reliable index of 
profit or loss, as well as a sound basis 
for the cultivation of judgment in 
rate-making : 

First — The business should be 
transacted upon a basis of a uniform 
ratio of insurance to value. A uni- 
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versal and uniform coinsurance, av- 
erage or loss proportion clause (by 
whichever term it may be designated), 
must be a condition of every policy 
issued, before a classified experience 
of one or many companies will furnish 
a reliable record of the average cost 
of insuring the various 
property. 
writing in this country is to-day far 
removed from such an ideal but 
logically correct condition, but until 
that ideal condition obtains in the 
business, the usefulness of classifica- 
tion tables will be greatly impaired. 


classes of 
The business of fire-under- 


One notable exception, however, 
should here be mentioned, for a grand 
step has already been taken towards 
that millennial day so much desired. 
In the great metropolis of New York 
City, whose annual insurance pre- 
miums now amount to over fifteen 
millions ($15,000,000), underwriters 
wisely decided, nearly four years ago, 
to require the use of the eighty per 
cent loss-proportion clause in every 
policy issued, covering on property in 
said city. To this rule household 
furniture in dwellings and apartment 
houses was the only important excep- 
tion. All policies issued since that 
time, with the exceptions named, 
have limited the liability for loss 
thereunder to not exceeding such 
proportion as the insurance involved 
bore to eighty per cent of the value 
of the property insured. 

The business in New York City is 
now conducted in that manner which 
will give the necessary material for 
correct classification tables from which 
a reliable loss-rate upon each class of 
property can be obtained. Losses are 
now paid upon a uniform basis of 
liability. No man obtains greater 


relative protection than another with- 
out paying for it, and to secure such 
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protection upon eighty per cent of the 
value of his property, he must pay the 
required premium therefor. It fol- 
lows, therefore, that to-day the insur- 
ance tax is more equitably distributed 
between insurers in that city than in 
any other portion of the country, and, 
in due course of time, this condition — 
in the absence of severe conflagration 
losses — will justify a lower basis of 
rating. 
ad 


Some Necessary Conditions. 


Second—Intelligence and absolute 
correctness in classifying the individ- 
ual risks by the daily report examin- 
ers, and in the compilation of the 
figures, are likewise essential require- 
ments. Nothing short of this should 
be countenanced in any office that 
maintains a classification department. 
Not a few underwriters look upon 
their classification system as a pleas- 
ing but not valuable toy, to be taken 
up or set aside as convenience may 
require, but if it be worth anything, 
it should be complete in all valuable 
detail, and handled with the same de- 
gree of accuracy as the most impor- 
tant books of the company. 

Third — Whatever subdivisions are 
made in the system, contents of build- 
ings should be separately classified. 
I believe underwriters have yet much 
to learn concerning the degree of va- 
riance in the loss rate on buildings, 
as compared with their contents, a 
variance much greater than has yet 
been recognized by our rates, and this 
is particularly true in the case of 
dwellings and their contents. A dis- 
tinction should also be made between 
risks of the same class which are with 
or without due facilities for protection 
from fire loss, but whether such dis- 
tinction should end with a separation 
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of protected from unprotected risks, 
or be carried still farther according to 
the classification of towns and cities, 
is an open question — though I in- 
cline to the latter plan, notwitstand- 
ing the increased details which would 
be caused thereby. 
Fourth — Territorial 
also essential, for fire cost is affected by 


divisions are 


many conditions, among which the 
climatic, racial, moral, and legisla- 
tive conditions are not the least. 

Fifth — Thus far classification has 
been determined by occupancy, mate- 
rial of construction and protection. 
In the system some day to be invented 
the law of selection will be broadened, 
and provision will be made, I believe, 
for other and quite as important dis- 
criminations. Any system, however 
scientific, will need to be overhauled, 
amended, and readjusted at least once 
in ten years, that it be adapted to the 
ever-changing hazards and methods 
of modern architectural, manufactur- 
ing, and business operations. 


* 
Effect of Time on Statistics. 


The experience of the past five or 
ten years upon may 
fairly indicate, but will never correctly 
measure, the results to be expected 
upon the same classes, during a suc- 
ceeding similar period. If this be 
true, we may safely conclude that 
such experience can never furnish a 
correct basis for the making ‘of spe- 
cific rates. 

As a guide in rate-making such 
statistics are quite useless except as 
they indicate, for the period they 
cover, whether the rates then obtained 
produced a profit or loss, for classifi- 
cation accounts inform the under- 
writer of aggregate results and aver- 
age cost rates obtained on each class 


given classes 
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written, but furnish no hint even as 
to the cost rate of an underaverage 
or standard risk. Wise judgment, 
born of a wide experience, must be 
the chief dependence of the expert 
for determining what constitutes an 
adequate rate for an individual risk. 
This view of the subject has been 
characterized as empirical — yet it 
challenges disproval. 


Schedule-rating is even farther re- 
moved, if possible, from demonstrable 
proof of accuracy, because its base 
rates and deficiency charges are 
purely hypothetical — and its opera- 
tions are approved for practical use 
only when its final rates commend 
themselves to the judgment of the ex- 
pert. The schedule system is prefer- 
able, however, because it logically 
discriminates between a good risk 
and a poor one, and conduces to the 
improvement of the latter, while it 
encourages the most approved type 
of new construction, protection, and 
management. 


¥ 


Preferred Rates and Compulsory Laws. 


Much has been said and written 
about so adjusting rates that each 
class will yield of itself a fair profit 
only. Dosuch dreamers realize that 
only when the losses upon each class 
can be limited to a fixed percentage, 
no more and no less, can their dreams 
of Utopia be realized ? The manwho 
successfully yokes together these un- 
ruly steeds — premiums and losses — 
making them pull together, yet keep- 
ing a proper distance apart, will 
achieve a miracle. 

Some years ago, one of the leaders 
in our business, a gentleman whose 
ability is regarded of the highest or- 
der, delivered an address before a 
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convention, in a Western city, and 
advocated the combining of the classi- 
fied experiences of many companies, 
claiming that such combined figures 
would clearly indicate the cost of the 
risks so classified, and furnish a basis 
for the fixing of rates so correctly that 
a novice could therefrom determine a 
rate upon a specified risk with a facil- 
ity equal to that of the ablest under- 
writer in the land. © 

These 
marked approval by the convention, 
and, when published, seemed to meet 
an almost unanimous endorsement at 
large. Since that time, the idea of 
combined classification has been an 


views were received with 


attractive theme of speaker and writer 
upon fire-underwriting topics, upon 
nearly every public occasion, with 
little doubt expressed that the plan, 
when carried out, would be the means 
of reducing toa science the making 
of rates. 

So positive have been the advocates 
of combined classification that on one 
occasion, before a board of trade ina 
large city, a well-known underwriter 
earnestly recommended that steps be 
taken for the passage of laws which 
should compel the insurance compa- 
nies to report to the State their classi- 
fied experience upon forms to be pre- 
pared by the State authorities, so that 
the wayfaring man, though a fool, 
need not wander from the path of 
correct rate-making. 

This agitation bore its natural fruit, 
for, soon after, a bill was introduced 
into the legislature of one of the 
largest States, upon the initiative and 
with the endorsement of its insurance 
superintendent who had given the 
subject a large amount of study. 
Fortunately the bill was prepared in 
entire good faith and was free from 
political animus. 














Legislation in a Western State Averted. 


By some underwriters such legisla- 
tion was regarded as dangerous in the 
extreme, and, with the belief that its 
authors were mistaken in their prem- 
ises, a dissenting underwriter visited 
the State capitol and was accorded a 
full opportunity to present to the in- 
surance superintendent the reasons 
for his opposition to the bill. The 
outcome of that conference can best 
be indicated by the following letter 
received from the superintendent some 
time later : 


I have not withdrawn the classification 
bill from the legislative committee and, of 
course, would have no power to do so, if 
so disposed. No further consideration, 
however, has been given to the proposed 
measure, by the legislative committee, 
since the discussion we had upon your re- 
cent visit to the department. I do not be- 
lieve the bill will be passed. The ad- 
vanced and, to me, then unprecedented 
position which you took on the subject, 
namely, that statistics based upon uniform 
classsifications would be valueless in at- 
tempting to fix rates upon specific risks, 
threw a new light upon the subject. Of all 
that I had ever heard or read, no one 
claimed that such statistics would in the 
end be useless in fixing a rate upon specific 
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property. Your suggestions lead me to 
further and extended reflection upon and 
study of the question. I am not prepared 
to say that I do not now agree with you 
entirely. At any rate, I am sure that I 
would not now want to take the responsi- 
bility of such a law. 

This letter closed the discussion and 
nothing further was ever heard from 
the bill. Thus the companies escaped 
the infliction of a law which, once in 
force, would have proven little short 
of a calamity, a disappointment to its 
advocates, and a failure for the pur- 
pose intended. 

That combined and uniform expe- 
rience tables would not possess some 
value and be extremely interesting as 
well, I am by no means disposed to 
deny, provided they are compiled by 
voluntary action of the companies 
upon agreed methods. 
the day will come when a system of 
classification will be devised so well 
adapted to present needs and condi- 
tions that it will command the ap- 
proval and secure adoption by the 
fire-insurance companies of the coun- 
try, and thus uniform classification be 
realized, and combined classification 


Undoubtedly, 


be made possible, if desired. 


FIRE UNDERWRITING RESULTS IN NEW YORK CITY. 


We are publishing herewith an ex- 
tremely interesting table, showing the 
results of fire underwriting in New 
York City (not including Brooklyn) 
for the past twelve years. The table 


gives the premium receipts for that 
period, as reported by the New York 
Fire-Insurance Patrol, and the losses 
in the same period as compiled by 
the same authority. The losses in 


the district for 1902 are estimated at 
$5,000,000. The actual loss when 
compiled will probably be under this 
estimate. 





The results show the last two years 
of fire underwriting to have been ex- 
tremely favorable. The loss ratio for 
I9OI was 43.6 per cent, and in 1902, 
it was 36.7 per cent. The total loss 
ratio, covering a period of twelve 
years, was 51.4 per cent. During the 
last five years, that is, from 1898 to 
1902 inclusive, the loss ratio was 56.8 
per cent. 

In New York City, where the ex- 
pense of doing business is extremely 
high, a loss ratio exceeding 55 per 
cent is not considered profitable. In 
1891, the first year included in the 
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TWELVE YEARS’ PREMIUMS AND LOSSES IN NEW YORK CITY. 


Metropolitan District — Not Including Brooklyn 


(Compiled for the JoURNAL OF INSURANCE ECONOMICS from Reports of the New York Fire Patrol) 





Year ie sci Premiums 
1891 135 $7,088,022 
1892 127 7,889,760 
1893 139 8,880,930 
1894 172 9,405,549 
1895 189 9,721,074 
1896 162 9,820,664 
1897 169 9,662,638 
1898 174 6,164,499 
1899 162 6,607,742 
1900 163 9,029,501 
1901 149 12,350,871 
1902 159 13,629,881 
Total, $110,251,131 


*Estimated. 


table, the loss ratio was 87.7 per cent. 
The following two years it was much 
more favorable, and in 1894 dropped 
under 40 percent. During the next 
four years the loss ratio was excep- 
tionally favorable, abnormally so, and 
in 1897 it dropped to 31 per cent. 
The pressure of profit was too 
strong for the companies to bear and 
a break in rates occurred, the adverse 
results of which were immediately dis- 
cernible during the next three years. 
In 1898, the loss ratio was 67 per cent. 
In 1899, it was 108 per cent. The 
same year, the present fire-insurance 
‘*Exchange’’ was organized and 
tariff rates were restored. The re- 
sults were immediately seen in an 
increased premium income, — not 
large enough, however, to bring the 
loss ratio below 59 per cent. Under 
the advanced rates the premium in-. 
come for the past two years has been 
very large—double what it was in 
the period of open rates. At the 


same time the losses have been nor- 
mal, and the ratio to premiums con- 
sequently low. 

Judged by past experience, normal 
losses in New York City average 


Losses Ratio 
$6,217,207 87.7% 
4,369,082 55.49% 
5,137,354 57.9% 
3,691,996 39.29 
3,434,897 35.39, 
3,751,544 38.2 Of 
3,010,804 31.2% 
4,154,000 67.3% 
7,181,756 108.5% 

_ 5,350,343 59.2% 
5,383,831 13.6% 
*5 ,000,000 36.7% 
$56,682,814 51.4% 

about $5,000,000 per annum. On 


this basis the present premium in- 
come in New York City is too profit- 
able to continue long, and observing 
underwriters are of the opinion that 
the situation will soon demand gen- 
eral rate concessions to the property- 
owners of New York City. In all 
probability, in this way alone can the 
fire-insurance interests of New York 
City avert trouble, either in the na- 
ture of rate disturbances or adverse 
legislation. Public policy, therefore, 
as well as justice to New York prop- 
erty-owners, the majority of whom 
have cheerfully accepted the increased 
premium charges, upholds the opinion 
prevailing among members of the 
‘*Exchange’’ in favor of reduction. 

A most interesting fact shown in 
connection with the table of premiums 
and losses presented is that in 1899, 
when the effects of rate demoralization 
were at their highest, the amount of 
insurance losses paid was greater 
than in any other year included in 
the twelve-year period, suggesting 
the possibility of a very close relation 
between rate-cutting and increased 
fire losses. 

















RANGE OF FIRE LOSS IN NEW YORK CITY. 


A Careful, Intelligent Analysis of Metropolitan Conditions as Relates to Premiums and Losses. 


(Written for the JOURNAL, OF INSURANCE ECONOMICS, by George W. Babb). 


The statement prepared by INSUR- 
ANCE Economics, showing the pre- 
miums and losses in New York City 
for twelve years, 1891 to 1902, in- 
clusive, upon which an expression of 
opinion has been requested, is an inter- 
esting and suggestive one. 

During the year 1891 the fire-insur- 
ance business in the Metropolitan Dis- 
trict was not regulated by any asso- 
ciation of fire underwriters, and had 
not been for several years. The re- 
sult was that the physical condition 
and we 


The 


of risks had deteriorated, 
find a loss ratio of 87.7 per cent. 
‘* Tariff Association,’’ so-called, was 
organized Nov. 1, but the 
effect of its operation was not felt 
materially until 1892, and subsequent 
years. As the rating schedules of 
the Tariff Association got into oper- 
ation, the premiums advanced until 


ISQI, 


they reached their normal amount 
for the period, of between nine and 
ten The fire 
losses, in consequence of the improv- 


millions of dollars. 
ments made for the purpose of re- 
moving the charges for defects and 
bad conditions, became reduced from 
rising six millions to substantially 
three millions. 

You will notice that the loss ratio 
went down from 87.7 per cent until it 
reached the abnormally low figure of 
31-2 per cent. It is not probable that 
this latter figure, which was abnor- 
mally low, would have been con- 
tinued had the ‘Tariff Association 
continued, and it is important to ob- 
serve that as a result of the decreased 
loss ratio and of the improvements 


made, the premiums began to decline 
in 1897, notwithstanding the growth 


of insurable values, which, in this 
city, has always been very great. 
- 
Period of Open Rates. 
The ‘‘ Tariff Association ’’ was dis- 
solved in May, 1898, after it had 
made a material reduction in rates 


which did not appear in the 1897 re- 
turns. Following the break a rate 
war ensued, and the premium income 
fell off more than one third, while the 
amount of with restrictions 
removed, went up forty per cent, and 
the loss ratio went up more than one 


losses, 


hundred per cent. We, therefore, 
find again that the fire waste in- 


creased immediately. after schedule 
rating and so-called tariff conditions 
became suspended. 

The New York Exchange was or- 
ganized in March, 1899, but it took 
the that the 
organization to become effective and 


balance of year for 
to exert an influence either in re- 
spect to premium income or the re- 
duction of fire waste. We, therefore, 
find that during 1899 the premium 
income increased but little over that 
of 1898, whereas the losses increased 
seventy-five per cent, and the loss 
ratio sixty per cent. The premium 
income of 1898 would have been /ess 


than five millions of dollars but for 


the large amount of business which 
was written for three and five-year 
terms in order to take advantage of 
the abnormally low rates which pre- 
vailed during the rate war. 
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Coming to 1900 we again reach a 
point where schedule rating had at- 
tained results in respect to premium 
income and the reduction of the fire 
waste. Nevertheless the premium in- 
come for 1900 was less than that of 
either of the years 1894, 95, '96, and 
’97, notwithstanding the growth of 
insurable values. Although there 
was a reduction in the fire waste, the 
loss ratio was 59.2 per cent, which 
left no profit on account of the unu- 
sually heavy expenses of the conduct 
of business in this district. 

In 1901 the companies secured the 
renewal of the vast volume of busi- 
ness which was insured for three 
years during 1898 when the rates 
were abnormally low and the aggre- 
gate losses remained at substantially 
the same figures as those for 1900, 
but, owing to the increased amount 
of premium income the loss ratio fell 
to 43.6 per cent. In 1902 the pre- 
mium income increased about 10 per 
cent, due largely to the fact that a 
more adequate rate was fixed on 
dwelling risks and small store and 
dwelling risks which had previously 
been rated abnormally low and at 
scarcely a figure to cover the cost. 
The fire waste remained substantially 
the same as during the two previous 
years, notwithstanding the increased 
valuation of the city, and the loss 
ratio became still further reduced to 
the low point of 36.7 per cent. 

5 
Influence of Associations on Losses. 

I have pointed out that under tariff 
conditions and the application of ra- 
ting schedules the fire waste has in- 
variably been reduced, whereas under 
other conditions the fire waste has 
invariably increased. ‘The demon- 





Monthly Journal of Insurance Economics. 


stration in this case, as it will be 
found to be in all cases, is that noth- 
ing will so surely reduce the fire 
waste as associations of fire-insurance 
companies and their rating organiza- 
tions, especially the application of ra- 
ting schedules. Mr. Moore and his 
associates on the Universal Mercantile 
Schedule Committee were always 
agreed that if the schedule should be 
persistently applied for a number of 
consecutive years in any city, the re- 
sult would be such a reduction of the 
fire waste as would compel a reduc- 
tion in the rates which the schedule 
produced. This persistent and con- 
tinuous application of the schedule 
not been maintained at many 
points and in this city the Tariff As- 
sociation dissolved substantially at the 
time of arriving at the demonstration. 


has 


I believe that the New York Fire 
Insurance Exchange is going to con- 
tinue, and that it will complete the 
demonstration even to the point of re- 
ducing its rates in consequence of the 
reduction in the fire waste produced 
by its own operations. Of course we 
cannot be certain that the low loss 
ratio of the two last years will ke 
maintained, or that the fire waste will 
be kept at about the round figure of 
millions of dollars. However 
that may be, the operations of the 
New York Exchange and the appli- 
cation of its schedules has to some de- 


five 


gree already reduced the fire waste, 
and may be expected to have a simi- 


lar effect in the future. The inevita- 


ble result of such a reduction of fire 
waste will be a revision of the rates, 
with a view to maintaining a proper 
relation between the premium income 
and the expenditures. 

The New York Fire-Insurance Ex- 
change has already made a material 

















reduction in one important class of 
business, has reduced some of its ba- 
sis rates and is giving reasonable at- 
tention to the subject of revision, 
seeking to discover any particular 
risks or classes of risks which may be 
entitled to a revision and a lowering 
of the rate, and effecting such revis- 
ion. A steady continuance of the 
present method of rating in this Dis- 
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’ 
trict will result in a smaller fire waste 
lower rates of premium and greater 
steadiness in respect to rates than can 
otherwise be attained. It is not to 
the advantage of the fire-insurance 
companies to attempt to maintain 
rates unjustifiably high and none 
know this better than the companies 
themselves. 


THE INSURANCE SOCIETY OF NEW YORK. 


The Insurance Society of New York 
represents the first attempt to organ- 
ize junior underwriters, in the great 
insurance ceutre, for educational pur- 
poses. Chicago and Philadelphia 
have since followed in this direction. 
The New York society is a distinct 
success after two years of operation. 
It has a membership of 221, acash bal- 
ance of over $650 in its treasury, anda 
well-stocked library of 1,017 volumes, 
which is steadily being 
The most interesting feature of the 
society’s work is the dinners and ed- 
ucational lectures The 
story of what has been accomplished 
in this direction is well told in the re- 
port of the secretary, R. P. Barbour, 
who says : 


increased. 


following. 


The history of the past two years, if it 
means anything, means that our association 
has filled a niche in what might be termed 
the ‘‘ body politic’’ of our local insurance 
world which was before vacant; that we 
have earned, that we deserve, a permanent 
place in the insurance life of New York 
City. 

In the monthly meetings, which have 
been our chief support, it has been the en- 
deavor to get the best thought obtainable 
on the subjects chosen for discussion, and 
to choose subjects that are closely related 
to our every-day work. The record of the 
year best shows whether or not that desire 
was realized. 


On the occasion of our annual meeting, 
Feb. 25, 1902, after the regular business 
was concluded, our Vice-President, Henry 
E. Hess, Manager of the New York Fire- 
Insurance Exchange, addressed us on ‘‘ The 
Adjustment of Fire Losses,’’ and gave us, 
as usual, good, sound, common sense. 

On March 25, 1902, William B. Ellison, 
Esq., a weii-kiiown lawyer of Manhattan, 
delivered an address on ‘‘Insurance Com- 
Mr. 
endeavored to show why we have such a 


panies Before the Courts.’’ Ellison 
hard time when we go to law, and incident- 
ally gave us some good advice on how to 
avoid the courts. 

On April 29, 1902, F. M. Griswold, Gen- 
Home Insurance 


eral Surveyor of the 


Company, addressed us on ‘“ General Sur- 
told 


those of 


veying,’’ and what qualifications 


should be a fire-insurance sur- 
veyor. 

Our next meeting occurred on Oct. 28, 
1902, when James C. Bayles, Ph. D., deliv- 
‘*“Gas Leakage as 


ered an address on 


Related to the Cause and Spreading of 


Fires. Dr. Bayles gave us some facts 
about gas leakage and the fires it causes, 
which were calculated to lend to this sub- 
ject an importance not usually conceded 
to it. 

November 18, 1902, brought us the sub- 
ject ‘“‘ Explosions as a Fire Hazard,’’ and 
William McDevitt, Inspector of the Phila- 
delphia Board, who showed us by demon- 
stration how a few simple and apparently 
harmless articles of commerce may sud- 
denly become chemical Mt. Pelees. 

On Dec. 9, 1902, C. M. Goddard, Secre- 
tary of the New England Insurance Ex- 
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change, addressed us on ‘‘ Electricity as a 
Fire Hazard,’’ and gave some clear-cut 
views on this important subject. 

On Jan. 9, 1903, Willis O. Robb, Secre- 
tary of the Loss Adjustment Committee of 
the New York Board, delivered an address 
on ‘The Chief Factor in 


’ 


Loss Adjust- 
ments,’’ which was a masterly treatment of 
the relation of the adjuster to the loss and 
the policy-holder, and went closely into the 
qualifications of character, culture, and 
training which should be possessed by an 
adjuster of fire losses. 

On Feb. 4, 1903, we were addressed by 
F. C. Moore, Ex-President of the Conti- 
nental Insurance Company, on ‘ Policy 
Forms — Their Importance with 
Rates Mr. Moore’s 
treatment of this subject was in his usual 


Equal 
and Commissions.”’ 


broad, clear-minded, able manner, and was 
both entertaining and instructive. 
The 


followed each address have almost inyari- 


informal discussions which have 
ably brought out some of the most practi- 
cal points touched on during the evening, 
and have been especially enjoyed. 

The dinners preceding the meetings are 
also most pleasant. We usually have a 
better dinner than can be obtained else- 
where for the price—one dollar— and 
then it’s pleasant to tuck one’s legs under 


” 


the same ‘‘ mahogany ’’ with a friend. 


In addition to the regular monthly 


meetings the Society gave a course of ten 
law lectures on the Standard Policy, deliv- 
ered by Morris Putnam Stevens, Esq., in 





Monthly Journal of Insurance Economics. 


our rooms, at 5 o’clock, P. M., on succeed- 
ing Tuesdays, beginning Nov. 25, 1902. 
The purely nominal fee of $2 for the course 
was charged, and the attendance of sixty- 
five of our members practically attested 
We intend to give the course 
again next year. 

The Inspection Committee conducted 
one survey which was so successful that 


their value. 


they never had the courage to attempt 
another. About forty men made up the 
party, and it was impossible to success- 
fully handle so many. Furthermore, fac- 
tory owners did not take kindly to the 
idea of having forty or fifty eager-eyed in- 
surance men roaming through their works, 
so the committee was reluctantly com- 
pelled to give up the plan. 

During the year we have lost some mem- 
bers through change of residence or busi- 
ness, resignation and death, and some we 
have been compelled to drop for non- 
payment of dues. We 
elected sixty-one new members, and our 


have, however, 
total membership, resident and non-resi- 
dent, is hundred and twenty- 
one, thus showing a net gain for the year. 


now two 


The officers for the ensuing year, 
1903-'04, are as follows: President, 
Henry E. Hess; vice-presidents, E. 
U. Crosby, Wm. N. Kremer, C. F. 
Shallcross, C. C. Wayland; secre- 
tary, R. P. Barbour; treasurer, J. W. 
Nichols. 




















RELATION 


We desire to quote the following 
interesting comment, recently appear- 
ing in a New York insurance period- 
ical, as expressive of one phase of 
opinion upon the functions of agents’ 
associations, and the relations which 
those associations should bear to the 
companies : 

It is sufficiently obvious that the Na- 
tional Association of Local Fire-Insurance 
Agents has latent within it the possibility 
of becoming a very useful organization. It 
is also obvious to the disinterested observer 
that the tendency to promote the theory of 
antagonism toward the companies is not 
yet sufficiently restrained. ... The Na- 
tional Association of Local Fire-Insurance 
Agents as an auxiliary organization for the 
promotion of the general interests of fire- 
underwriting is an excellent conception. 
It can bring about uniformity in practices, 
minimize the evil of ignorant legislation, 
and do other needed services. But as an 
antagonist and disrupting influence it will 
be a failure. ... Now is the time for it 
to turn over a new leaf and join hands with 
the companies in the wise and reasonable 
promotion of the great interests of legiti- 
mate and worthy fire-underwriting. 


While this statement represents a 
prevailing opinion among some un- 
derwriters, that opinion is not the 
progressive one, nor is the prophecy 
which is its outcome sound, for it will 
not materialize. The claim that there 
is no field for agency organizations, 
except as auxiliaries to the company 
organizations, is a fallacy. The 
agency organizations could not and 
would not exist in such an auxiliary 
capacity ; in fact, there would be no 
necessity for their existence. The 
companies could exercise much better 
control over their agents as auxil- 
iary forces without such associations. 

If the agency associations are ever 
brought to the point where they will 


OF AGENTS AND COMPANY ORGANIZATIONS. 


believe that they exist only as auxil- 
iaries for the use and purposes of the 
companies, they will inscribe the word 
‘‘failure’’ upon their banners, and 
their cause will shrivel up and die. 


” 


The whole force and power which 
has brought the agency associations 
into existence, which has kept them 
together for the period of six years, 
which has made them grow in 
and 


them 


and which 

the 
fact that they were 
born to defend the self-interest of the 


strength influence, 
will hold 


future, 


together for 
is the 


agent against the self-interest of those 
companies which were antagonistic 
to him. 

If there is any antagonism existing 
between the agents’ associations and 
the companies to-day the fault does 
It is 
true that there is a disposition on the 


not lie wholly with the agents. 


part of agents in many cases to dic- 
tate to the companies and to en- 
But it is 
equally true that the companies have 
disregarded the best interests of the 


croach upon their rights. 


agent and to an equal degree have 


encroached his rights and 


privileges. 


upon 


This antagonism does not exist be- 
cause the agency associations created 
it. The agency 
created because it existed. 


associations were 
There is 
no place for an agency association 
which is not designed to defend the 
interests of the agent. Company of- 
ficials are making a mistake, and are 
entertaining false hopes if they ex- 
pect to control and direct the power 
of the National Association for the 


purpose of promoting their special 


interests. 
It is a difficult matter to determine 
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what is for the best interests of fire 
underwriting as a whole, and it is 
particularly difficult to say who shall 
determine what those best interests 
are. It is certainly not fair to say 
that the company officials should de- 
clare what is best for the interests of 
all concerned ; nor would it be wise, 
on the other hand, to give the agents 
The only way in which 
the mutual interests of all concerned 


such power. 


can be promoted under modern eco- 


nomic conditions is to maintain a 
balance of power between those in- 
etersts which conflict. It is a waste 
of words to say that the interests of 
the agents and the companies do not 
conflict. 
theoretically they ought not to con- 
flict. But what we must recognize is 
that they do conflict, and that under 
this condition the only way in which 
injustice to one branch of the indus- 
try can 


The best we can say is that 


be averted is to set off the 
conflicting interests against each other 
with a fair distribution of power and 
strength upon either side. By this 
equalization of power, peace will be 
maintained, injustice prevented, and, 
as nearly as possible in human af- 
fairs, the 


are engaged in the business will be 


best interests of all who 
promoted. 

It is folly to ask the agents, as 
economic factors in the business, to 
-relinquish the independence which 
they hold and maintain by the power 
of their own personality and by virtue 
of their situation, to become merely 
auxiliaries to the companies. It is 
just as foolish to say that the com- 
panies should be subservient to the 
will of their local agents, as too fre- 
quently they are in individual cases, 
and that the agency forces should 
become the controlling factor in Amer- 


ican fire-insurance. 
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There are certain changes and 
reforms desirable in  fire-insurance 
which the companies cannot and 


will not bring about until they are 
forced to it by a power outside them- 
selves. It is necessary that these 
reforms should be taken up by those 
whose self-interest will be promoted 
when they are brought about. And 
it is right and fair and proper that 
the local agents should undertake, 
on their own behalf, to bring about 
those things which the companies are 
unable to handle. 

We speak thus strongly because 
the failure on the part of the com- 
panies, or their representatives on 
the insurance press, to recognize the 
true significance of the agency move- 
ment as an independent economic 
factor in the business is a grave mis- 
take. 
recognition to the agency associations 


If the companies are to deny 


because they decline to stand as aux- 
iliaries, they will place themselves in 
a wrong position from which they 
must ultimately retreat. 

The recognition of agency organi- 
zations as independent factors, either 
by conference or concession, or in one 
Not 
at once, perhaps, for it often takes 


way or another, is sure to come. 


many years of conflict and misunder- 


standing to bring about a_ proper 
recognition of new forces which come 
into being. The agency movement 
It has done much in a 
short time, but by no means has it 
yet accomplished its 


from it. 


is young. 


utmost,— far 
It has merely set its foot in 


the direction of accomplishing great 
The agents themselves are 
just beginning to comprehend the 
significance of the movement and to 
realize its powers for good. Its 
progress in this direction cannot be 
checked by opposition which repre- 


things. 
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sents a traditional view of the rela- 
tions between companies and agents. 
We live in a new century, not of time 
only but of thought. Old ideas and 
conceptions are being rapidly broken 
up. Opposition to progress no longer 
excites fear, but merely ridicule, and 
the public expression of this opposi- 
tion probably helps to bring about 
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the very object which it is designed 
to defeat. 

The intimation that it is the desire 
of the companies that agency associa- 
tions become auxiliaries subject to 
their control reveals a situation which 
will strengthen the agents in their 
determination to maintain themselves 
as an independent factor. 


NEW FIRE-INSURANCE STATEMENT BLANKS. 


(From the .Vew }ork Jnsurance Report.) 


Owing to non-uniformity in blanks 
the fire and marine insurance corpor- 
ations for a number of years have 
been put to a large amount of unnec- 
essary labor in preparing their annual 
returns to the different insurance de- 
partments. 
large majority of the States have been 
using, in one form or another, the 
so-called balance-sheet blank, while 
others used the cash blank. It has 
long been the desire of many insur- 
ance departments to have uniform re- 
turns. The matter was considered at 
the National Convention of Insurance 
held in Buffalo, in 


For some years past a 


Commissioners, 
1901, and a resolution was passed di- 
recting the committee on blanks, 
when appointed, to prepare uniform 
life and fire statements. The com- 
mittee, with the Commissioner of In- 
surance of Massachusetts as its chair- 
man, spent weeks in the preparation 
of new statement blanks. The best 
fire and life ad- 
vised with, the new blanks were pre- 


underwriters were 


pared and made public early last year, 
and all persons interested therein were 
invited to make such criticisms as they 


desired. The suggestions made were 
carefully considered by the committee, 
and the revised blanks, when they 
were presented to the Columbus con- 
vention in September last, were the re- 
sult of the best advice which could be 
secured upon them. They were con- 
sidered by the convention, and accep- 
ted by all of the departments. As a 
practical result following the use of 
the Columbus fire blank, 
this department is of the opinion that 
with a few minor changes therein and 
some modifications in the instructions 
issued therewith, we will 
blank which will be intelligible and 
satisfactory to all companies and to 


so-called 


have a 


all the departments, will accomplish 
the desired result of uniform returns, 
and will enable each and every depart- 
ment, after one year’s use of it, to 
make the desired comparative show- 
ings. Necessarily, comparisons made 
this year with the business of last 
year, where a State has been using, 
as New York has, a cash blank and 
now the blank, 
will be found misleading. 


uses balance-sheet 











NEW ENGLAND FACTORY IMPROVEMENT COMMITTEE. 


Brief History of an Important Fire Underwriting Enterprise. 


By U. C. 


February 1886, a motion was 
introduced in the New England In- 


surance Exchange calling for the ap- 


4 
13, 


pointment of a committee to take into 
consideration and report on the sub- 
ject of automatic sprinkler protection. 
This committee, named as the Factory 
Protection Committee, made their re- 
port June 5, 1886. The Exchange 
adopted it and in line with its recom- 
mendation appointed a committee to 
take general charge of risks in the 
Exchange territory, proposing or hav- 
ing automatic sprinkler protection. 
This committee consists of twenty-two 
members, subdivided as representing 
different States, with a general chair- 
man, and is known as the Factory 
Improvement Committee. It has been 
in constant service since its appoirt- 
ment in 1886. During this time about 
2,900 individual risks have been taken 
up and considered by this committee, 
and a large proportion are equipped 
under standard conditions, kept in 
order by a careful system of inspec- 
tion, and they are nearly all insured 
That we have 
obtained a comfortable profit in the 


by our companies. 


underwriting of the class there is no 
doubt, yet that is but a small part of 
the benefits received directly and in- 


directly through the work of this com- 
of auto- 


The consideration 


mittee. 


CROSBY. ‘ 

matic sprinklers has given an impetus 
to the careful and intelligent study of 
and the 
and improved forms of building con- 


hazards and risks, proper 
struction and everything that contrib- 
the 


The consideration of 2,900 risks 


utes to reduction of losses by 
fire. 
in care of the Factory Improvement 
Committee means that our represen- 
tatives have come personally in con- 
tact with 2,900 prominent and suc- 
cessful business men. They have 
discussed with them questions of mu- 
tual interest, viz., forms of construc- 
tion and protection of their property. 
This interchange of ideas has demon- 
strated that we are conducting our 
business along practical lines, and we 
have made the assured, if not friends, 
friendly. Our 
companies are organized for the pur- 


at least insurance 
pose of collecting and distributing 
the contributions made by the insur- 
ing public for the purposes of relief 
in case of fire. They are peculiarly 
fitted to consider and demonstrate in 
a practical way the causes of fire, de- 
in construction, and 
means of protection. It is for our in- 


fects effective 
terest as well as that of the insuring 
public that we have this mutuality of 
interest constantly in mind and use 
our influence for the improvement of 
risks. 























TREND OF EXPENSES IN LIFE-INSURANCE. 


Slight Increase in Ceneral Cost of Transacting Business Commissions in 1902 on New 
Business Reduced Several Points. 


The analysis of life-insurance ex- 
penses during 1902, as prepared for 
this magazine by Mr. Benjamin F. 
Brown and printed on page 193, pre- 
sents some extreinely interesting data 
and leads to one or two important 
conclusions. 

The table includes the business of 
twenty-five representative companies 


and involves the consideration of 
premium receipts during 1902 of 
$281,700,000, of which $47,000,000 


represents premiums upon new busi- 
ness. The total premium receipts of 
the same companies last year were 
$255,800,000, showing an increase of 
nearly $27,000,000 in 1902. ‘The in- 
crease in new premiums at the same 
time was $6,700,000. This immense 
gain in so short a period is suggestive 
of the rapid progress made in the great 
business of life-insurance. The av- 
erage rate of premium in 1902 was 
$38.80, against $38.40 the previous 
year,showing no material change. The 
general ratio of new business trans- 
acted to old also remains about the 
same, while in the administration of 
the business there is shown to be a 
slight increase in the general cost. 

The total expenditures of the 
twenty-five companies during 1902 
equal $72,732,000, which is 25.73 per 
cent of the total premium receipts. 
The previous year the cost of admin- 
istration was $65,525,000, a percent- 
age of 25.61, showing that in 1902 
the ratio was pushed up several points. 
On the basis of cost to each $1,000 of 
insurance the ratio in 1901 was 9.83 
per cent, and in 1902, 9.98 per cent, 
showing a slightly more noticeable 
increase. In the matter of manage- 
ment expenses, which excludes taxes, 
and other items as per foot-note, the 
ratio in 1901 was 22.42 per cent, and 
in 1902 it was 22.74. Here there is 
considerable increase, equaling thirty- 
two points. 

When we come to examine the va- 
rious items of expense it is found that 





decrease of three 
rate of commis- 
new business, 


has been a 
per cent in the 
sions paid upon 
while the rate of commissions on 
renewals remains about the same. 
From this it might appear to the cas- 
ual observer that the cost of produ- 
cing new business was decreasing ; 
but the decrease on the item of com- 
missions is made up by the increase 
in the item of salaries and other 
agency expenses. In a word, the 
money formerly expended for com- 
missions is now included under the 
item of salaries, so that in 1902 there 
was an increase of nearly $6,000,000 
in salaries and other agency expenses, 
while the increase in commissions 
on new business was only about 
$2,500,000. 

In examining the detailed figures 
of the companies some interesting 
conclusions will be reached. In the 
final column, showing the ratio of 
gross expenses to premium receipts, 
there is great variation, ranging from 
19.25 per cent to 45.51 per cent. 
Conclusions as to relative economy of 
management cannot be made with 
perfect definiteness upon these figures, 
because other circumstances must be 
considered besides the mere ratio of 
expenses to premiums. A company 
may be producing results as the out- 
come of the high ratio of expenditure 
which fully justify the cost. We 
know that this is true, at least in one 
or two companies ; that the present 
process of development along healthy 
lines creates a seemingly high ratio 
of expense in companies conducted 
with a degree of wisdom and economy 
which is sure to make itself felt in the 
future. On the other hand, the com- 
pany which ranks the fifth lowest in 
the ratio of expenditures and second 
in cost per $1,000 insurance is one 
which is steadily progressing and be- 
coming more and more prosperous. 
Yet this company has in the past been 
an expensive one to manage, but by 


there 
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prudent control and careful develop- 
ment it has been brought up to a state 
of efficiency where it can be operated 
upon a comparatively low ratio of ex- 
pense. There are several companies 
which are passing through the stage 
of high expense ratios which are cer- 
tain in a short time to show up well 
under statistical comparisons. 

An investment in a life-insurance 
company is not a question of present- 
day consideration. The immediate 
results are the last thing to influence 
the policy-holder in making his in- 
vestment. The future prospects of 
the company should be the true cri- 
terion. A company may have done 
well in the past; it may apparently 
be doing well in the present; but 
this does not necessarily show that it 
will do well in the future —in fact, 
there are certain policies of manage- 
ment which, though producing good 
results in the past, may place the 
company in a position where it can- 
not promise the same results in the 
future. Upon the other hand, there 
are companies which have not done 
so well in the past, or which in the 
immediate present do not show up so 
well in comparison with others, but 
which are sure, as time goes on, to 
produce better and better results for 
those policy-holders who take their 
contracts to-day; so that the real 
test which the investor in a life-insur- 
ance policy should apply to his con- 
tract is its probable future value to 
him, and this requires a considerable 
knowledge of conditions, which it is 
not always possible for the policy- 
holder to obtain. 

The following comparisons, show- 
ing the gross expense ratios of the 
different companies in 1go1 and 1902, 
will be of interest : 


Increase or 


I9OI 1902 Decrease 
peace 3.30 23-73 + .43 
Berkshire ......... 21.10 20.26 — .84 
Conn. General..-.. 28.39 28.69 + .30 
Conn. Mutual..-. .27.68 26.78 — .go 
Equitable ...-.---- 24.45 24.95 + .50 
Germania...-...-. 28.31 29.90 +1.59 
Home..---+-eeeees 32.42 34.20 +1.78 
Manhattan .......- 43.18 42.77 — .4I 
Mass. Mutual..... 22.25 21.03 —I1.22 


Increase or 


Igor 1goz Decrease 
Mutual ........... 28.50 28.57 + .07 
Mutual Benefit. .-. 20.13 20.46 + .33 
Nataotial « «0060600 27.38 26.88 — .50 
New England ..... 23.69 24.40 + .71 
New York.......-. 25.35 25.67 + .32 
Northwestern -.... 19.73 19.28 — .45 
Penn Mutual...... 26.39 26.50 + .II 
Phcenix Mutual...28.61 27.16 —1.45 


Provident L. & T.-.18.32 19.25 + .93 
Provident Savings. 36.67 49.31 + .64 


State Mutual...... 23.58 22.81 — .77 
Travelers’........- 25.54 23.29 —2.25 
Union Central.....27.08 26.26 — .82 
Union Mutual..... 38.57 36.85 —I.72 
United States......42.29 45.81 +3.52 
Washington....... 43.25 42.17 —1.08 


In conclusion, it is always the hope 
of the editor of this magazine, as well 
as of many others, that the cost of 
life-insurance may be reduced. We 
believe that the companies as a whole 
are striving towards this end. In 
fact, it is for their interest to do so. 
The great basis of competition in 
life-insurance to-day is net cost, and 
the comparisons instituted on the 
part of the agents of the different 
companies are very searching. ‘The 
companies are compelled to bring the 
net cost down tc the lowest possible 
basis. The largest item of expense, 
of course, is the agency force, — the 
great producing power in the com- 
panies. Out of $72,732,000 expended 
by the companies during 1902, $45,- 
637,000 represents field expenses, 
$17,900,000 the expenses of office 
management, and $9,195,000 taxes 
and other expenses. 

Therefore, the question of reducing 
expenses in life-insurance depends in 
large measure upon the men who sell 
the policies, and since competition 
between the companies is passing 


into the stage of comparison upon 


net results, the field forces have a 
vital interest in doing what they can 
to minimize the cost. 

The situation will be more clearly 
defined by the publication of the fol- 
lowing comparisons : 


1900 IQOT 1902 
Agency Expenses...+-.-15.18 15.63 16.14 
Home Office Expenses-- 7.59 6.79 6.60 
TEMOR CUE. di 4 2 sdvececns 3.42 3-19 2.99 
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WILL THE GENERAL AGENT IN LIFE-INSURANCE REMAIN ? 


Is the Salaried Manager More Economical ?— Questions Agitating the Minds of 
Commissioned Field Men. 


There is evidence that the officers 
and general agents of the so-called 
conservative life-insurance companies 
are giving thought to the possibility 
of change in the general-agency sys- 
tem ; that is to say, they are wonder- 
ing if the commissioned general agent 
in life-insurance is here to stay, or 
whether in the future his place will 
be taken by the salaried manager. 

As indicative of the thought in the 
minds of executive officials we pub- 
lished, in the 
this magazine, some remarks by the 
president of the Union Central Life- 
Insurance Company, before the Na- 


November number of 


tional Association of Life Under- 
writers. Among other things Mr. 


Pattison said : 


‘‘Should it be found that this new plan 
will be more advantageous to the policy- 
holders, or, in other words, that it will in 
the end be the means of securing more 
business and keep it in force at less ex- 
pense than has been done in the past, then 
the have adopted this 
method will continue it and others may 
from time to time follow them.”’ 


managers who 


This reference is made to that sys- 
tem of field management employed by 
two of the large companies, which 
compensate their agents mainly upon 
the brokerage basis and are putting 
their branch offices in charge of 
salaried managers directly employed 
by the company. So much for the 
point of view of the chief executive of 
a company doing its business through 
commissioned general agents opera- 
ting upon the renewal plan. The 


leading general agent of another com- 
pany operating on a similar basis has 


recently discussed the question in a 
public address. We refer to some re- 
marks made by Mr. F. A. Kendall, 
vice-president of the National Associ- 
ation, at Pittsburg, March 7. As what 
he said undoubtedly voices the 
thought in the-minds of many gen- 
eral agents we quote a part: 


ad 
A Look into the Future. 


What is the trend of industrial manage- 
ment to-day —consolidation—the elimi- 
nation of the middle man in the business 
in all lines. Is this movement coming our 
way —I fearso! Capital has merged into 
trusts, and labor into unions, each for its 
own protection. Are we in danger of being 
swallowed up? 
to do about it ? 


If so, what are we going 
Is there anything we can 
do to prevent our heads going into the 
basket at the end of thirty days’ notice? 
The movement has begun already — busi- 
ness produced at great expense to agents 
is taken away from them and they are 
turned adrift. 
watched by other companies, and when it 
may appear that money can be saved to 
the management and larger surplus made 
by such action, what, I pray you, will pre- 
vent other companies following the same 
course and with a favorable showing of 
saving compel all the rest of the companies 
to follow the same course, with the result 
that general 


This new policy is being 


agents be eliminated as a 
necessary factor in the sale of insurance. 
What, then, will become of the managers 
and agents who have spent the best part of 
their lives in the insurance business if de- 
nied their contracts? Will they not be as 
helpless as an officer of the army or navy 
would be who is dismissed from his place, 
their occupation gone? Friends and fel- 
low agents, this is a serious question that 
confronts us, and we may as well face it 
and see if there is any course that may be 
taken to protect our occupation and in- 
terests. Remember that business is a cold 














proposition and entirely divested of senti- 
ment. It is said that no contract can be 
made that you cannot drive a horse and 
wagon -through it. 
it, the only relief given is the measure of 
damages, and you can conceive what show 


In case of a breach of 


a single person has in coming up against a 
corporation with its millions and all that 
goes with them. In case one makes a legal 
fight, it would be a losing game, and the 
agent would have to be content with the 
meager compensation the company might 
offer him to get rid of him and his impor- 
tunities. 

Before these frosty days strike your 
home office, it behooves the general agents 
to get together somewhere, if they can’t at 
the home office, and form company associ- 
You know at our Na- 
tional Association meetings, the agents of 
the same company seek out each other and 
have conferences, at which much pleasure 
and profit is gained both to the company 


ations of agents. 


The disgruntled one, 
if there, forgets his troubles and his loy- 
alty is renewed and he goes away strength- 
ened and encouraged and more enthusi- 
astic for his work than ever. If such 
benefits result from a casual meeting, what 
pray, may be the benefits when agents are 
brought together every year and consult, 
advise, and seek information and counsel 
from the older and more successful mana- 
gers? I know that they are great, and it 
also serves to make the agency force more 
permanent. 


and to the agent. 


I believe my company’s officers regard 
its agency association as one of the most 
potent factors of the progress that that 
company has made during the past eight- 
een years, and its most faithful ally, and 
would regret if such a 
thing should happen. The officers and 
trustees have visited us as our guests at 
our annual meetings, and have watched 
our work, and have come to regard it not 
as a menace but as a valuable school of in- 
struction for our agents. They regard its 
influence as conservative in the highest 
degree, and it is as anxious for the welfare 
and good name of the company as are they. 
With such associations, I believe that the 
mission of the general agent will be recog- 
nized for many years yet to fill the ranks 
of the local and national association and 
maintain them. I hope I may never live 


its dissolution, 
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to see the day when the men of high char- 
acter and high social standing, who have, 
with their best efforts, during the best 
years of their lives, maintained the dignity 
of the business and practically built up 
our standard insurance companies, and 
that, too, at great personal expense, be 
dismissed on the grounds that their ser- 
vices are no longer required, and see the 
business of life-insurance, which we have 
endeavored to dignify as a profession, be 
hawked about by cheap men with advances 
of ten or fifteen dollars a week, which job 
they will have to struggle to keep, even if 
they have to rebate all their commissions. 
The 
heavyweights with their special contracts 
for the rich, 
heavy rebates, but with no benefit to le- 


lightning specials will chase the 


who may be captured by 


gitimate business. A race for volume will 
be on to the limit. 
matter how you get it, but get it,’’ will be 
the watchword. 


‘* Get the business, no 


Surely those will be evil 
I do not like to contemplate the 
Where, then, will be the National 


days. 
outlook. 
Association ? Who, then, will maintain our 
Who, then, will stand 
for such delightful symposiums, such as 


local associations ? 


you gentlemen who represent the dignified 
calling of life-insurance in this city have 
given us to-night; let the imagination 
answer. 

- 
The Issue as it Now Stands. 

The issue, baldly put, is whether a 
company can produce for itself better 
results under salaried district man- 
agers or under commissioned general 
agents ; whether the salaried man will 
obtain more business out of the agents 
under his control at less cost than the 
general agent working upon the per- 
centage basis. 

These are questions upon which 
no definite answer can be made. Life- 
insurance has been built up to its 
present tremendous proportions by 
agents working upon a commission 
basis. Contingent income heretofore 
had been the great motive power in 
the production of business. Has the 
time passed when the commission 
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contract is necessary to make the 


successful producing agent? Appar= 
ently not, for the great force of 


soliciting agents to-day is employed 
upon the percentage plan. The few 
isolated experiments in salary paying 
have not been successful, and none 
of these experiments has eliminated 
altogether the contingent feature. 

It becomes, therefore, merely a 
question whether, in the handling of 
a specified district, the salaried man- 
ager is better than the commissioned 
general agent. The giant compa- 
nies, with their enormous territory 
and their immense agency forces, are 
introducing salaried managers to re- 
place commissioned general agents. 
They claim that the best results for 
the company are produced by bring- 
ing the district managers under the 
direct control of the executive ofh- 
cers. The 
an independent factor like the gen- 


salaried manager is not 
eral agent employed on a commission 
basis, who is subject only to those 
rules of business conduct and obliga- 
tions which exist between two inde- 
pendent parties transacting business. 
The general agent achieves no place 
for himself unless he produces results, 
and the size of his income is gauged 
entirely by the amount of business 
done. The salaried manager, on the 
contrary, is paid, theoretically at 
least, whether he produces a dollar 
of business or not. As a matter of 
fact, the amount of the salary and its 
continued payment is contingent 
upon but not in the 
same degree as in the case of a gen- 
eral agent. 


the results, 


> 


Weakness of the General Agency System. 


The objection which has been ad- 
vanced to the commissioned general 
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agency system is the accumulation of 
renewal interest thereunder, tending 
to place the general agent in posses- 
sion of a large income which he may 
enjoy, after the years spent in building 
it up, without much effort in produ- 
cing new business. On the other hand 
a general agent, starting in without 
a renewal interest, must devote his 
undivided time and his best energies 
in the production of business, in order 
to insure himself any income at all, 
an incentive which would not obtain 
in the case of a salaried manager with 
a fixed, guaranteed income. 

The relative value of these two sys- 
tems of field management must, we 
think, depend largely upon circum- 
stances, partly upon the character of 
the business, 
somewhat upon the size and condition 
of the field covered, whether it is new 
territory 


the men engaged in 


territory undeveloped, or 
which has been highly cultivated,— 
and finally upon the wishes and desires 
of the management of the company as 
to the way in which it shall bring itself 
To 


some executive officials the indepen- 


into relation with the field forces. 


dence of the commissioned general 
agent is undoubtedly distasteful and 
embarrassing. Some executives prefer 
to assume the entire responsibility of 
and control in 
On the other hand, there 


management 
territory. 


every 


are others who are willing to share 
the responsibility with the general 
agent who is more closely in touch 
with the agents and policy-holders. 


ee 
The Final Test. 


The final test as to the merits of the 
two systems will come upon the ques- 
tion of cost in management to the 
company. If it can be shown that 
under the system of salaried managers 

















a company can be more economically 
conducted than under the general 
agency system, then the latter will 
undoubtedly have to go. It is an in- 
teresting fact, however, that the com- 
panies which claim and hold the repu- 
tation of conservatism of management 
and moderation in expenses, are those 
which do their business through com- 
missioned general agents. The sal- 
aried managers are employed by the 
so-called high-pressure companies. 

It may be that the salaried system 
will prove a source of increased rather 
than decreased expense, although it 
is claimed not, but practical expe- 
the 
It is possible 


rience alone must demonstrate 
truth of the matter. 
that the two systems may be employed 





Will the General Agent in Life-Insurance Remain ? 





197 


by the same company side by side, 
and adapted to different circumstances 
as they exist. It certainly seems true 
that in developing new territory the 
plan of employing commissioned gen- 
eral agents is likely to continue. On 
the other hand it is possible that in 
highly cultivated territory, where the 
ratio of new business produced to old 
is small, the salaried system will be 
introduced in preference to the per- 
centage system. 

In this as in all cases everything 
depends in the final analysis upon the 
The right man will produce for 
himself the highest possible income 


man. 
out of life-insurance, whether he is 
working upon the commission or the 
salary basis. 





LIFE ANNUITIES AS AN INVESTMENT. 


Value of an Assured Income for Life — Self-Protection, next to Protection of Dependents, 
the Creat Financial Problem. 


The following item of editorial com- 
ment recently appeared in the oston 
Flerald : 

The latest suit against a life-insurance 
company is to recover $225,000 paid to it by 
a man who bought an annuity of $17,154 
months and died after the first 
His heirs seek to show 


five 
quarterly payment. 
that he was not competent to make the 


ago 


agreement. Anyway, it was a pretty good 


investment for the life-insurance company.* 

The case referred to is an interest- 
ing one, and probably will be decided 
in favor of the company, as it properly 
should be. The item affords occa- 
sion for some comment upon life an- 
nuities which we deem pertinent, and 
especially applicable in view of the 
increasing popularity of this form of 
investment. 

For a person possessing capital and 
desiring to utilize that capital for the 
purpose of producing to himself the 
largest percentage of return consistent 
with absolute safety, the life annuity 
is the best form of investment which 
has yet been devised by human in- 
genuity. The annuity plan, like life- 
insurance, is based on averages and 
the accumulation of compound inter- 
est. It differs from life-insurance in 
that, under a life-insurance contract, 
the policy-holder must die before the 
proceeds thereunder are realized by 
the beneficiaries. Under an annuity 
contract the holder must live in order 
to realize the benefits provided. In 
life-insurance there is the payment of 
a relatively small premium and a large 
return in the case of death. In the 
case of a life annuity there is the large 





*The case referred to is that of the executors of 
the estate of Edward T. Hunt vs. the Mutual Life. 


cash deposit at the start and the pay- 
ment of a smaller annual sum to the 
annuitant during life. ‘Thus, while 
the principle of averages is the basis 
of both life-insurance and annuities, 
the benefits 
are realized are exactly reversed. 
. 


Life Insurance and Annuities. 


conditions under which 


Under a life-insurance policy the 
insured, having paid one small pre- 
mium, die. In 


may this case his 


beneficiaries realize a sum of money 
many times larger than the cash in- 
vestment made. This would entail a 
loss upon the company were it not 
for the fact that there are many 
other policy-holders living for many 
years after the policies are issued, 
thus securing that average of loss 
which is the basic principle in life- 
insurance. 

In the case of an annuity the annui- 
tant, having made a deposit of his 
principal for the purchase of an an- 
nual income, may, as in the case cited 
above, die after he has received one 
annuity. There is then a gain to the 
company, but again, as in life-insur- 
ance, the principle of averages enters, 
and the gain made from the whole 
body of annuitants on account of 
early death is equalized by those who 
live for a long term of years and re- 
ceive in return not only the whole 
principal originally invested, but per- 
haps twice or three times the sum 
first put up, depending entirely upon 


the length of life. The insurance 


company is bound to pay the annual 
sum stipulated so long as the annui- 

















tant may live, and annuitants as a 
rule have an extraordinary habit of 
prolonging life under the stimulus of 
this fixed annual income, secured be- 
yond all chance of loss.t 

¥ 
Two Financial Problems. 

There are two great financial prob- 
lems which face the young man and 
the man of middle age, namely, pro- 
vision for dependents in case they 
should suddenly be deprived of life, 
and provision against that later period 
in life when their productive powers 
have diminished and old ap- 
proaches. The former can be accom- 
plished by life-insurance, the latter by 
annuities. A who 
has fully protected his family and de- 
pendents by life-insurance is justified 


age 


means of man 


in utilizing all his surplus resources 
in providing for his own comfort and 
independence during old age. For 
one who has the resources and de- 
sires to secure to himself a fixed an- 
nual income for the balance of the 
years of his life, the life annuity is 
far and beyond anything else the best 
form of investment. It not only will 
give the largest guaranteed rate of 
interest on the principal invested, but 
will make that income fixed, certain, 
and secure for life. 

_ The case cited above is an instance 
of the good judgment and foresight 
shown by the annuitant in investing 
his resources for his own benefit dur- 
ing the expected period of his life. 
The fact that he came to an early and 
untimely death does not alter the 
fact that he might have lived, as 





t There are many instances which might be cited 
to show the truth of this statement. One will do. 
In 1863 one Sarah K. Bowles, sixty-six years of age, 
purchased an annuity at a cost of $5,193, yielding an 
annual income of $650 during life. She lived for 
twenty-seven years, and received in all $17,550. 
This was a profit over the original investment of 
$12,356. 


Life Annuities as an Investment. 
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many other annuitants do, for many 
years, —in fact, for so long a time as 
to cause a heavy loss to the company. 
But the essential principle of the 
annuity system is that of averages, 
under which the losses of the com- 
pany in one instance are met by the 
gains in another. 


- 
Foresight and Hindsight. 


The fatuity of the heirs in the case 
cited above probably represents a 
natural state of mind upon their part. 
Had the annuitant lived the large 
returns which he would have received 
the 
would have been to them a source of 


Since the an- 


for many years under contract 
joy and satisfaction. 
nuitant has died, however, and the 
the 


hands of the company, they have 


principal invested remains in 
suddenly seen a great light, and at- 
tempt to show that the man who made 
a contract of this kind was not in his 
right mind. 

The contention is so absurd as to 
fall of its own weight. 


stances of the case show not only that 


The circum- 


the person who purchased the annu- 
ity was. in full possession of his facul- 
ties, but that he exercised the highest 
type of judgment in investing his 
did. The 
which he possessed was his to do 
with as he chose and did not belong 


resources as he money 


to his heirs. It was right and proper 
for him to provide for himself and to 
utilize his resources to produce, so 
long as he should live, the highest 
rate of income for himself. The an- 
nuity purchased was a handsome one, 
and had the annuitant lived for ten, 
fifteen, twenty, or twenty-five years, 
as he easily might have, the heirs 
would gladly have shared the pro- 
ceeds of the income, and under such 
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circumstances would have praised the 
judgment and foresight shown in 
making the investment with the 
company. 


¥ 
Crowing Popularity of Annuities. 


We have discussed this case at 
some length because annuities are 
coming more and more into promi- 
nence in America, the life-insurance 
companies are giving it more and 
more attention, and the agents are 
finding it increasingly profitable to 
sell this form of investment in con- 
nection with their regular life-insur- 
ance work. Like life-insurance, it is 
a proposition which is not at first 
clearly understood. The fact that 
there may be a loss to the annuitant 
on account of early death sometimes 
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overshadows all the other benefits to 
the mind of the casual observer. The 
essential fact to impress upon people 
in regard to the annuity is that if the 
investor is willing to lose sight of his 
capital and invest it so that it will 
produce for him, so long as he may 
live, the largest ratio of income, then 
the annuity is the best investment ; 
but in order to make that investment 
and realize the largest ratio of return 
during life it is necessary to make a 
sacrifice of the capital sum. Unlike 
life-insurance, which is a provision 
for the protection of others, the annu- 
ity is a provision for self-protection. 
If the investor gains that self-protec- 
tion so long as he may live, then it is 
of no material consequence to him 
when he may die or when the pay- 
ment of the annuities shall cease. 


RESPONSIBILITY FOR REBATING IN LIFE-INSURANCE. 


Is the Company or the Agent to Blame ? — J. C. Jackson of Chicago Thinks It Is the Former. 


We publish below an interesting contribution to the anti-rebate discussion, by J. C. 
Jackson, of Chicago. Mr. Jackson is vice-president of the Chicago Life Underwriters 
Association, and the remarks were made at a recent meeting of that organization. He 
has just left the employ of the Mutual Life and entered the field as an independent 
broker, which accounts, in a measure, for the unusual freedom of utterance. In repub- 
lishing the matter, we do not wish to be understood as endorsing his statements or 
approving his views. There are some assertions which would require coroboration 
before they could be accepted as facts, and there is certainly room for a difference of 


opinion as to whether the company or the agent is responsible for rebating. 


Is it 


necessary for an agent to rebate if he is determined not to do so? 


I have been in the insurance busi- 
ness a little over twenty-two years, 
and while Iam not a past master in 
the art of rebating, I think I know 
pretty much all the points that were 
ever brought out in the business. 

There are some things about this 
law that seem to be entirely forgotten. 
Prosecutions that have been brought 
under the law, have been brought in 
the lower courts, and the companies 
have carried the suits to the appellate 
courts, and the appellate court has af- 


firmed the action of the lower court, 
but so far as my knowledge goes the 
matter has never been passed upon 
by the supreme court of this State. 
But when it is passed upon by the 
supreme court of the State you will 
find it will be declared unconstitu- 
tional, for the reason that it is in vio- 
lation of the right of contract, and be- 
cause it is class legislation, because it 
is an attempt to enforce the payment 
of full premiums to both mutual and 
stock companies. If the stockholders 
of a stock company are willing that 

















their agents shall go out and give 
away three quarters of their premiums 
to get business on their books, there 
is no law upon earth that can prevent 
them from so doing, for they do not 
have to pay dividends to their policy- 
holders. 

One gentleman raised the ques- 
tion as to whether we would not be 
better off without any law on the sub- 
ject. I wrote insurance for six years 
in the State of Missouri and there is 
no rebate law there, and I can say to 
you that there is not the tenth part of 
rebating in Missouri that there is in 
Illinois. Why? Because in Missouri 
when agents meet in competition and 
one of them says he will write a policy 
for such a price, the other agent 
comes squarely out and says: ‘Of 
course you can get it at that price, 
but it is not to your interest to take 
it.’ The fight is made squarely on 
the merits of the contract itself. But 
under a rebate law the agent says to 
the man: ‘It is against the law, and 
we are liable to stick the company if 
we are caught, but if you are willing 
to go into cahoots with me and say 
nothing about it to anybody, I will 
give you the policy.’ What is the 
result? It is unfair competition, and 
the agent has to bring to bear an in- 
fluence which is secret, and there is 
no possible way to condemn the com- 
pany for it. 

Here is another proposition: I am 
a strong believer in the idea — and I 
know what I am talking about — 
‘Like master, like servant.’ If you 
want to reform the rebate business of 
a company, you want to make the 
home officers realize that they are 
trustees of the funds and not proprie- 
tors of a large fund for their own 
personal benefit. 

There is no use whipping the 
devil around the bush in this case. I 
have rebated, and I did so because I 
was told to, and that if I did not I 
lost money by it ; I either had to do it 
or lose my job. I have protested to 
the home office against rebating, and 
the only satisfaction I got out of the 
matter was a polite invitation to resign. 
We are to-day going through a 
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period of the wildest sort of specula- 
tion and commercialism, and this 
spirit of commercialism has gotten 
into our business ; it is being used as 
a means of forcing business; they 
want the business, and they have got 
to have it, and they say ‘if you haven't 
got the money we will lend it to you 
and you can pay it back in premiums 
when you get the settlement in.’ If 
you want to correct this thing, you 
want to go to the home offices. 

Now, this question having been 
carried to the appelate courts only, 
what is the result? It stands half 
way between heaven and earth, and 
it is left for the company to say, ‘If 
you violate the law we will cut off 
your contract.’ But if all law on the 
subject is abrogated, then the com- 
pany that comes out and says it pro- 
poses to protect the nine good agents 
and fire the one bad agent, will get 
credit for some honesty of purpose. 
But as the matter now stands it is 
neither fish nor fowl. We have a law 
but it has never been tested by the 
supreme court, but when it is, it will 
be knocked out as sure as there is a 
Lord in heaven. There is no question 
about it; common sense tells us that. 
You cannot enact a law to compel 
people to pay money into a company 
for the benefit of the stockholders, 
nor can you compel people to pay 
premiums to mutual policy-holders, 
because they stand in the same 
relation. 

As I have said before, if you want 
to reform this rebate business, you 
will have to go to the home offices, 
for you will have rebating as long as 
you have men in the home offices that 
want you to write half a million dol- 
lars worth of business and say to you 
that if you do not do it you will lose 
your job. 

I believe, as Mr. Cartwright has 
said, that there are only two or three 
companies left to-day who are re- 
bating. But, unfortunately, so long 
as those companies continue to do it, 
we have all got to do it. 

It is one thing to criticize and an- 
other to offer a solution. The solu- 
tion of this problem, to my mind, is 
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this: That the home office has got to 
get back to original principles; that 
there is a certain legitimate expense 
that can be paid the first year for 
business, and there are nineteen more 
years of renewals upon a twenty-year 
policy, and, if companies will recog- 
nize the right of the agent to some of 
the renewal premiums of that busi- 
ness, you will stop rebating, and you 
will not stop it untilthen. But, under 
our present distribution system, what 
are we doing? We say to the policy- 
holder, ‘ It is decidedly to your bene- 
fit to wait for twenty years to get your 
profits,’ and we turn around and we 
say to the agent, ‘It is nothing of 
the kind; get all you can right now.’ 
That is the consistency of the present 
distribution system. 

I have had a great deal of experi- 
ence in this thing for a good many 
years, and I tell you it is getting to 
be a question with me whether I will 
have to earn some money upon the 
side in order to be a member of the 
Life Underwriters’ Association of 
Chicago, and in order to keep this 
thing up. 

But if the companies want this law 
changed, they are going to get it 
changed ; and if they get it changed, 
what will the companies do? They 
will say to the agent, ‘You get the 
business. Get it honestly if you can, 
but, if not, get it anyhow. We must 
have the business.’ And what is the 
result? They can fire him; he is 
simply their prey; he is the monkey 
raking the chestnuts out of the fire 
forthem. The law is a bad piece of 
business. If we did not have any 
law, we could make any fair proposi- 
tion. If Iran up against a man who 
wanted a rebate, I could say, ‘Cer- 
tainly, but do you want a policy in 
that sort of company?’ But to-day 
I cannot do that. Competency as an 
agent does not count for any thing. 
What’s the use of being a good 
agent? It is like an Everett or a 
Choate trying a case before a bribed 
jury and a court which permits it; it 
doesn’t do any good. That’s the 


situation we are in to-day, and, un- 
less you can stimulate the home office 
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to a recognition of the fact that these 
funds are trust funds, and that there 
ought to be some sort of fair system, 
it will remain so. Under any fair 
system we could all make money, for 
people have got to have insurance, 
and they will pay full premiums. if 
they have to doit. I donot blame a 
man who is getting a big policy for 
getting a reduction on it; I think he 
would be a fool if he didn’t, because 
his guarantees are all in there just 
the same. But it is the home offices 
that are responsible for this thing. 
As the home office does so will the 
general agent, and as the general 
agent does so will the subagent. If 
you do not keep the fountainhead 
pure, you cannot expect the stream 
where it flows out to be anything else 
but muddy. 


I desire to call your attention to 
another matter, and which I think is 
a legitimate proposition. There has 
been some talk here about a policy 
being issued to an applicant, and a 
death occuring, and then the law 
stepping in and saying that this policy 
is null and void because of the rebate. 
But, in order to make that effective, 
you have to bring in some party in 
interest in the matter. I have talked 
with a number of lawyers about it, 
and they agree with me that in case a 
policy was sold and there was a rebate 
on it, that it would be perfectly proper 
for any policy-holder of the same 
company, knowing of the fact, to ask 
a court of equity for an injunction 
against the payment of the claim. 
The court would probably not say 
that the policy should not be paid, 
but it might say, under the doctrine 
of what the law calls ‘ part perform- 
ance,’ that the balance of the pre- 
mium must be paid before the com- 
pany would be allowed to pay the 
claim. I am speaking now of the 
mutual companies, for that would not 
apply to the stock companies. But I 
might add, parenthetically, that the 
stock companies are not the offenders, 
but there are some old, hard-headed 
stockholders who insist upon divi- 
dends, and they insist that the man- 
agers make them. 











PRELIMINARY-TERM VALUATION IN 


In view of the fact that the prelim- 
inary-term advocates failed in their 
attempt this year to induce the Massa- 
chusetts Legislature to legalize pre- 
liminary-term valuation, it is interest- 
ing to review briefly the results of the 
campaign conducted by preliminary- 
term companies against the Massa- 
chusetts Insurance Department. 

The present attempt to undermine 
the net-valuation system in Massa- 
chusetts began with a quiet effort, 








FREDERICK IL. CUTTING, 
Massachusetts Insurance Commissioner. 


some four years ago, to induce the 
insurance commissioner, Frederick L. 
Cutting, to accept preliminary-term 
valuation on all policies, irrespective 
of contract, without any publicity in 
regard to the matter. Following this, 
an effort was made to induce the com- 
missioner to recognize contracts con- 
taining stipulations that the insured 
accepted the policy as a term contract 


MASSACHUSETTS. 


for one year for the purposes of valu- 
ation. 

This proposition was likewise re- 
jected by the commissioner, and con- 
tracts were substituted describing the 
policies in precise terms as being term 
one The rates 
charged thereunder were still ordinary 
life and endowment rates, the 
policies were sold as such in compe- 
tition. 


contracts for year. 


and 


The commissioner refused to value 
these policies as term insurance, hold- 
ing that they were intended to be 
ordinary life and endowment policies, 
and were such in fact, the character 
of the contract not being determined 
by phraseology. 


The commissioner having taken 
this position, the preliminary-term 


companies began to make open at- 
tacks upon the commissioner, through 
a portion of the insurance press, 
threatening retaliation and reprisals 
if the commissioner did not recognize 
term valuation. Vague hints of search- 
ing examinations of Massachusetts 
life-insurance 
State departments were thrown out, 
and efforts were made to induce the 


companies by other 


State companies to bring pressure to 
bear upon the commissioner. 

This ‘‘ bulldozing ’’ failed to move 
the commissioner, who rigidly main- 
tained his attitude against prelimin- 
ary-term valuation. The 
the enemy were then directed towards 


forces of 


preventing Commissioner Cutting’s 
reappointment to office. A part of 
the campaign at this time consisted 
in an attempt to pass a resolution, 
through the National Association of 
Life Underwriters, derogatory to the 
commissioner’s position. This at- 
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tempt failed, and likewise the effort 
to prevent the reappointment by 
Governor Crane. 

Not succeeding in their attempt to 
frighten the commissioner, the pre- 
liminary-term advocates then turned 
to the legal side of the matter, and 
induced Mr. Cutting to refer the 
question to the attorney-general for 
an opinion. The latter advised the 
commissioner to maintain his position. 
brought before the 
Supreme Court of Massachusetts, 
asking for a writ of mandamus to 
compel the commissioner to value 
upon the 
Again failure perched upon the ban- 
advo- 


Suit was then 


preliminary-term _ basis. 
ners of the preliminary-term 
cates. The commissioner’s position 
was sustained by the court. 

A final attempt to break down net 
valuation in Massachusetts was made 
this year before the legislature, when 
the Insurance Committee was asked 
to amend the law to permit term valu- 
ation on all contracts containing the 
term clause. This amendment to the 
law was opposed by the insurance 
commissioner and by all the Massa- 
chusetts companies, and no_ report 
upon the matter was made to the leg- 
islature by the Insurance Committee.* 

It is thus a matter of record that 
every appeal which the preliminary- 
term advocates have made to any 
authority for the purpose of breaking 
down the net-valuation law of Massa- 
chusetts has failed. 


¥ 


The Fight in Vermont. 


Next to the fight in Massachusetts, 
that in the State of Vermont ranks in 





*While aoe monennes for preliminary-term legisla- 
tion was pending in Massachusetts, Governor Bates 


received threats of retaliation from three States if 
this form of valuation was not allowed, and a bill 
was passed in the Minnesota Senate providing 
for drastic retaliation against Massachusetts com- 
panies. 


This bill did not become a law, however. 
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interest. The reserve law of that State 
three years ago was not a strict net- 
valuation law. Nevertheless, the in- 
surance department of Vermont, be- 
lieving with the Massachusetts depart- 
ment that a full reserve should be set 
up the first year on all life and en- 
dowment policies, declined to recog- 
nize preliminary-term valuation under 
the law. 

Then followed a repetition of the 
tactics pursued in Massachusetts, — 
thinly veiled threats, and, finally, a 
costly examination, hostile in its in- 
tent, of the one old-line company in 
that State, from which the company 
emerged unhurt and stronger than 
ever in public confidence. 

Feeling that the law was vague, 
and knowing also that the chief jus- 
tice of the Supreme Court of Vermont 
had been an officer financially inter- 
ested in the Vermont Life (a com- 
pany practising preliminary-term in- 
surance, which had been closed up 
as insolvent by the Vermont depart- 
ment), one of the term companies 
decided to bring suit to compel the 
commissioners to accept preliminary 
valuation. In this suit, Chief Justice 
Taft, who -wrote the opinion, ruled 
against the department and _pro- 
nounced the extraordinary dictum 
that reserve in life-insurance was. 
what remained in hand after ex- 
penses had been paid. 

In view of this decision, the legis- 
lature of Vermont, at its last session,. 
adopted a specific net-valuation law 
similar in its terms to that in force in 
Massachusetts. Counsel for New 
York preliminary-term companies ap- 
peared before the governor to protest 
against his approval of the bill, but 
without success. Under this law the © 
decision of the supreme court will 
not prevail, and valuations in Ver- 











Life-Insurance Valuation in Connecticut. 


mont will hereafter be made upon 
the net system. 

The history of this matter, as it re- 
lates to Massachusetts and Vermont, 
shows that any insurance commis- 
sioner who has the courage to stand 


LIFE-INSURANCE VALUATION 


A new valuation law has_ been 
passed by the Connecticut legislature 
which is a radical departure from the 
former law. The purpose of the new 
statute in the first instance is to bring 
the mortality table and rate of inter- 
est assumption to a basis conforming 
with those recently adopted in New 
York State and Massachusetts, 
namely, the actuaries’ four per cent 
table for contracts written prior to 
1901, and the American three and 
one half per cent table for those issued 
thereafter. 

The phraseology of the law as 
passed, however, raises the question 
of a departure from the net-valuation 
system. The law is practically a copy 
of the New York State statute. The 
old valuation law in Connecticut, for 
which the new law is a substitute, 
provided that the commissioner in 
making valuations should use ‘‘ only 
net premiums.’’ This clearly placed 
the State of Connecticut on a net-val- 
uation system, the same as in Massa- 
chusetts. The New York law, of 
which the Connecticut law is a copy, 
provides, however, that the commis- 
sioner may ‘‘calculate values by net 
premiums or otherwise.” 

We understand that Commissioner 
Upson takes the position that the law 
as passed admits gross valuation, but 
so far as the Department is concerned 
it will continue to use the net-premium 
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by sound life-insurance principles, 
can win in any contest which may be 
put upon him by the preliminary-term 
companies, and that all attempts to 
frighten old-line companies by threats 
of retaliation is time thrown away. 


IN CONNECTICUT. 


basis. In the matter of preliminary- 
term valuation the Department will 
not change the policy pursued by the 
previous administration in recognizing 
the phraseology of the contract as 
determining the basis of valuation for 
the first year. 


The terms of the new Connecticut 
law are as follows: 


Upon receipt of such report the commis- 
sioner shall make a valuation of all out- 
standing policies, additions thereto, unpaid 
dividends, and all other obligations of such 
company. All valuations made by him or 
by his authority shall be made upon the 
net-premium basis, according to the stand- 
ard of valuations adopted by the company 
for the obligation to be valued, provided 
that in every case the standard of valuation 
employed shall be stated in his annual re- 
port. 
standards for obligations of different dates 


Any company may adopt different 


or classes, but if the total value determined 
by any such standard for the obligations 
for which it has been adopted shall be less 
than that determined by the legal mini- 
mum standard hereinafter prescribed, or if 
the company adopt no standard, said legal 
The 
commissioner may vary the standards of 


minimum standard shall be used. 
interest and mortality in the case of cor- 
porations from foreign countries and in 
particular cases of invalid lives and other 
extra hazards, and value policies in groups, 
use approximate averages for fractions of a 
year and otherwise, and calculate values 
by net premiums or otherwise, and accept 
the valuation of the department of insur- 
ance of any other state in place of the val- 
uation herein required if the insurance 
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officer of such state accepts as sufficient 
and valid for all purposes the certificate of 
valuation of the insurance commissioner of 
minimum standard 


this state. The legal 


for contracts issued before the 
shall be the actuaries’ 


January, A. D. igor, 


first day of 
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or combined experience table of mortality, 
with interest at four per cent per annum, 
and for contracts issued on or after said 
day shall be the American experience table 
of mortality, with interest at three and one 
half per cent per annum. 
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The following are Included among those holding 


Membership in the 


National Association of Local Fire Insurance Agents 


ALABAMA: 
N. Waller, Selma. 
ohn W. Scheible & Co., Mobile 
Thames & Batre, Mobile. 


ARKANSAS: 
Adams & Boyle, Little Rock. 


COLORADO: 
R. S. Brannen, Denver. 
C. M. Sampson, Antonito. 


CONNECTICUT: 


Dickinson, Beardsley & Peardsley, | 


Hartford. 
George E. Judd, Waterbury. 
Root & Boyd, Waterbury. 
ez C. North, New Haven. 

F. McNeil & Co., New Haven. 
James S. Staples & Co., 
George C. Stevens & Sons, 

Danbury. 
W. L. Hatch, New Britain. 
Frank D. Layton, So. Norwalk. 
W. C. Atwater & Sons, Derby. 
Wakefield, Morley & Co., Hartford. 
H. W. Conklin & Co., Hartford 
Kimball & Parker, Hartford. 
Bridgeport Land & Title Co. 
ames A. Hynes, Waterbury. 
ilbur H. Squire, Meriden. 
A. B. Adams & Co., Willimantic 


DISTRICT OF COLUMBIA: 
Ralph W. Lee, Washington. 
Wolf & Cohen. Washington. 


ILLINOIS: 
Case, Shepard & Co., Chicago. 
Smith, Miller, Whitney & Barbour, 
Chicago. 
W. E. Rollo & Son, Chicago. 
Pellett & Hunter, Chicago. 
Frank F. Holmes, Chicago. 


INDIANA: 
Aaron M. Weil & Co. 


KANSAS: 
John M. Kinkel, Hutchinson. 


KENTUCKY: 
A. H. Robinson, Louisville. 
McAtee & Duncan, Louisville. 
John J. Barrett, Louisville. 
LOUISIANA: 
Peter F. Pescud, New Orleans, 


Bridgeport. 


MAINE 
Dow & Pinkh: am, Portland 
Anderson, Adams & Co., Portland. 
Philip F. Turner, Portland. 


Rlake, Burrows & Brown, Bangor. 


a sy: em Holyoke, Houlton. 
. C. Lynam, Bar Harbor. 


ie noose : 


Allemand & Gallagher, Baltimore. 


MASSACHUSETTS: 

Gilmour & Coolidge, Boston. 
Rogers & Howes, Boston. 
Simpson & Ide, Boston. 
Herman Bird, Cambridge. 
George Y. Wellington & Son, 

Arlington. 
J. M. Lockey & Co., Leominster, 
Clarence H. Hayes, Boston. 
MICHIGAN : 
Warren, Brown & Co., Detroit. 


MINNESOTA: 
Christian & Wagner, Minneapolis. 


Alexander Campbell, Minneapolis. - 


Jacob Stone, Minneapolis. 
Manley-McLennan Agency, 
Duluth. 
MISSOURI: 
H. G. Buckingham, St. Joseph. 
Delafield & Snow, St. Louis. 
George D. Markham, St. Louis. 
3aird & Eaton, Kansas City. 
H. M. Blossom & Co., St. Louis. 
NEBRASKA: 
B. L. Baldwin & Co., Omaha. 
NEW HAMPSHIRE: 
G. D. Barrett, Dover. 
William G. Berry, Manchester. 
NEW JERSEY: 
R. P. Conlon, Newark. 
NEW YORK: 
C. B. Armstrong, Buffalo. 
Woodworth & Hawley, Buffalo. 
Clark, Williams & Groves, 
Buffalo. 
a A. Campbell, Buffalo. 
D. Goodale, Watertown. 
. H. Mandeville, Olean. 
E. F. Ashley, Rochester. 
Emmet Rhodes, Auburn. 


H. W. Greenland & Son, Syracuse. | 


NORTH CAROLINA: 
Walker Taylor, Wilmington. 
NORTH DAKOTA: 
W. A. Gordon, Grand Forks. 
J. Christensen, Towner. 
OHIO: 
W. L. Alexander, Canton. 
3ryson, Brubacher & Co., 
Columbus. 
F. C. McElroy, Columbus. 
Henry O'Kane, Columbus. 
‘Thomas H. Geer, Cleveland. 
A. W. Neale, Cleveland. 
* W. Parsons, Cleveland. 
O. M. Stafford, Goss & Co., 
land. 
Runna s & Manchester, Cleveland. 
Louis L. Rauh, Cincinnati. 
C. A. Leech, Uhrichville. 
¥. Es Spitler, Findlay. 
PENNSYLVANIA: 
W. B. Flickinger, Erie. 
L. J. Van Anden, Erie. 
Wm. H. Arrott, Philadelphia. 
RHODE ISLAND: 
Starkweather & Shepley, 
Providence. 
SOUTH CAROLINA: 
Reeves & McTureous, Charleston. 
TENNESSEE : 
C. W. Olson & Co., Chattanooga. 
TEXAS: 
Childress & Taylor, Houston. 
Piper, Stiles & Schmitt, San Antonio. 
UTAH: 
E, W. Wilson, Salt Lake City. 
VIRGINIA: 
Childrey & Metts, Norfolk. 
Robert Lee Traylor, Richmond. 
S. E. Bickford, Hampton. 
T. G. Peyton & Son, Richmond, 
Julius Straus & Son, Richmond. 
WASHINGTON : 
B. W. Baker, Seattle. 
Watson, Hanford & Co., Seattle. 
Arthur D. Jones, Spokane. 
WISCONSIN : 
F. J. Tapping, Milwaukee. 
J. N. Manson, Wausau. 
Fred C. Millard, Milwaukee. 


Cleve- 








& 
oe 














THE METROPOLITAN 
LIFE INSURANCE CoO. 


(Incorporated by the State of New York) 
‘* The Leading Industrial Insurance Company in America,” 


Pays over Three Hundred and Twenty Death Claims 
Daily. Insurance in Force of over $1,210,000,000 


Permanent, Profitable, and Progressive Employment. 


AGENTS WANTED. 


Any honest, capable and industrious man, who is 
willing to begin at the bottom and acquire a com- 

lete knowledge of the details of the business by 

iligent study and practical experience, can, by dem- 
onstrating his capacity, establish his claim to the 
highest position in the field. It is within his certain 
reach. The opportunities for merited advancement 
are unlimited. All needed explanations will be fur- 
nished upon application to the Company’s Superin- 
tendents in any of the principal cities, or to the 
Home Office, No. 1 Madison Avenue, New York City. 





FORTY-SECOND YEAR 


HOME LIFE INSURANCE COMPANY 


of New York. 
GEORGE E. IDE, President. 


Admitted Assets $14,432,216 
Policy Reserves A ‘ 3 
Dividend Endowment Fund 
Contingent Fund 


Net Surplus “ ; 


$12,025,748 
983,060 
100,000 


$1,323,407 
Insurance in force, $65,258,568 





Establishe 
in 1822. 


The 


National 
Assurance 


Company 
OF IRELAND. 


The 
Insurance Field. 


YOUNG E. ALLISON, 
Editor. 


A weekly newspaper 
covering the whole 
Field of Insurance, 
with particular atten- 
tion to conditions ex- 
isting in the Southern 
field. 


Geo. E. Kendall, 


United States 
Manager, 


Hartford, Conn. 





Published at Louisville, Kentucky, 
every Thursday morning. 
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The attention of Reliable Agents in search 
of desirable contracts 1s called to the 


JOHN HANCOCK 


MUTUAL LIFE INSURANCE COMDANT 


OF BOSTON 


S. H. RHODES, President. 

ROLAND O. LAMB, Vice-President. 

WALTON L. CROCKER, Secretary. 
None but the best forms of Life, Endowment, Term 
and Instalment Policies issued. See our Optional An- 
nuity Policy. Good Agency contracts tothe right men. 

FRANCIS MARSH, 
Manager for Eastern Massachusetts, 

John Hancock Bldg. - 178 Devonshire St. 





Northern Assurance Co. 


OF LONDON, ENG. 


UNITED STATES STATE/SIENT AS OF JAN. 1, 1903 


Admitted Cash Assets . ees 
All Liabilities, including Reserves . 


Net Surplus in United States . $1,424,614.79 


$39423,230.90 


T,998,616.11 


EASTERN AND SOUTHERN DEPARTMENTS 
38 Pine Street, New York 


GEORGE W. BABB, MANAGER 
T. A. RALSTON, SUB-MANAGER 


“Trust Thyself; 


every heart vibrates to that iron 


Company’s Building : : 





string.” If you have confidence 
in your ability to succeed as a 
seller, the rewards are equal to 
the difficulties to be overcome—if 
you have. the art of persuading 
others, and can give satisfactory 
references as to your character 
and ability, it might be to your 


advantage to write me. 


GEORGE T. DEXTER, 
Superintendent of Domestic Agencies, 
The Mutual Life Insurance Company 
of New York, 

32 Nassau Street, New York, N. Y. 





INDIVIDUAL FIRE UNDERWRITERS “pos Sh usa tt on 
OF ST. LOUIS SE eH eH HH t#_s $:1,000,000.00 Total Available Assets. 
LICENSED BY THE INSURANCE DEPARTMENT OF MISSOURI 


THE UNDERWRITERS ARE 
ae L. ALLEN, President Fulton Iron Works. P. C. MAFFITT, Capitalist. 
K. BIXBY, President American Car and Foundry Co. GEORGE D. MARKHAM, Senior Partner W. H. Markham™& Co. 

R 's. B KINGS a Sam’l Cupples Woodenware Co. ELIAS MICHAEL, Sec'y and Treas, Rice-Stix Dry Goods Co. 
JAMES CAMPBELL, Ba I. W. MORTON. Advisory Director Simmons Hardware Co, 

eri CARLETON, President Carleton Dry Goods Co, THOMAS H. McKITTRICK, Pres.Hargadine-McKittrick D.G. Co. 
H. N. DAVIS, President Smith & Davis Mfg. Co. DANIEL C. NUGENT, lst V.-Pres't . Nugent & Bro. D. G. Co. 
JOHN D. DAVIS, Lawyer. EBEN RICHARDS, Vice-Pres't Mexican Central Railroad. 
R. B. DULA, Managing Director Continental Tobacco Co. JOHN SCULLIN, ‘Capitalist. 
D. R. AFRANCIS, President D. R. Francis & Bro. Commission Co. E. C. SIMMONS. "Advisory Director Simmons Hardware Co. 
JOS. M. HAYES, President Jos. M. Hayes Woolen Co. CORWIN H. SPENCER, Capitalist. 
SAMUEL M. KENNARD, President J. Kennard & Sons Carpet Co. D. D. WALK aa! Capitalist. 

. H. LIONBERGER, Lawyer. FESTUS J. WADE, President Mercantile Trust Co. 
ROLLA WELLS, Mayor of St. Louis, and President American Steel Fdy. Co. 


Applications to W. H. MARKHAM & CO., Attorneys and Managers, Century Building, St. Louis 
Will write True Surplus Busiriess only 





PHENIX The Liverpool and 
INSURANCE |[ondon and Globe 


COMPANY Insurance Company 


OF BROOKLYN, N. Y. 
OF LIVERPOOL, ENGLAND. 


Has removed to its New Office, A STOCK COMPANY. 
No. 68 WILLIAM ST., | Established 1836. " Entered United States 1848, 


New York. 
45 WILLIAM STREET, 
What is the use of saying ‘‘the best NEW YORK CITY. 
company,’’ or ‘‘the strongest com- 


pany,’’ or ‘the largest company ’’? STATEMENT UNITED STATES BRANCH 
They all say these things. JANUARY 1, 1903. 


We say simply 





Assets é . : : $11,232,031.31 
Liabilities . ; ‘ : . 6,419,828.39 
The Penn Mutual we ees 
f ee 
Life-Insurance Company | _ ueney w. eaton, Resident Manager. 


5 f GEORGE W. HOYT, Deputy Manager. 
of Philadelphia. JOHN J. MARTIN, Agency Superintendent. 


Organized 1847. 
That tells the whole story. 


‘mere re mars ors“ | SUN INSURANCE. OFFICE 


FOUNDED A. D. {710 


THE OLDEST PURELY FIRE- 2 inom 
COMPANY IN THE WORL 


CHIEF OFFICE FOR THE UNITED 
STATES, COMPANY’S BUILDING 


54 PINE ST., NEW YORK 











WM. B. CLARK, President. Commercial Union Assurance Company, 
W. H. KING, Secretary. (Limited) 
A. C. ADAMS, C. J. IRVIN, OF LONDON 
HENRY E. REES, A.N. WILLIAMS, * 
Assistant Secretaries. PINE AND WILLIAM STREET - NEW YORK CITY. 














